By HOWARD MURAD

Plant and Equipment Expenditures by Foreign Affiliates of U.S.
Corporations—Revised Estimates for 1970 and 1971

Foreign affiliates of 1.8, corporations
are provisionally estimated to have in-
creased plant and equipment expendi-
tures 22 percent in 1970 to a level of
H13.2 billion, and are planning a 16-per=
cent increase to 8153 billion in 1871,
The growth in hoth years is contered
in spending by manufacturing affiliates
in the developed areas.

P ROPERTY, plant, and equipment
expenditures by US. firms' foreign
affiliates are provisionally estimated to
have risen 22 percent in 1970 to a
level of $13.2 billion. An increase of
16 percent is expected in 1071, with
total outlays reaching $15.3 billion.
The strength of spending growth in
both years is primarily related to heavy
expenditures by manufacturing affil-
iates in the developed countries, par-
ticularly in the Europesn Eeonomie
Community.

These estimates are based on the
semiannual survey taken by the Office
of Business Economies in December
1970; the survey covered a sample of
about 450 laige U.S. corporations with
approximately 4,500 foreign affiliates.

The current estimate of 1970 spend-
ing ir significantly higher than the
projection made 6 months earlier,
when spending was expected to rise
by only 16 percent to $12.5 billion.
Petroleum affiliates now report a 3-
percent rise in spending last year com-
pared with the 4-percent reduction
they projected 6 months earlier. The
change is related primarily to acceler-
ated tanker construction and stepped-
up development of facilities in Europe
and the Far East. In addition, manu-
facturers of transportation eguipment
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and machinery now estimate signifi-
cantly higher spending than they in-
dicated previously.

Spending in 1971 is $0.5 billion
higher than previously projected, but
the percentage increase in 1971 is
slightly smaller because of the upward
revigion of the 1970 figure. The 1971
plans of petroleum affiliates have been
raised substantially zinee the previous
survey, while those of manufacturing
affiliates, especially in Canada and
Latin America have been reduced
slightly.

In dollar terms, the growth of affiili-
ates’ spending from 1969 to 1971 is
expected to be $4.5 billion, the largest
2-year increase since the initiation of

the survey in 1957. The high level of
spending in 1970 was no doubt a factor
in the large outflow of direct investment
funde last year (reported in “The U.5.
Balance of Payments: Fourth Quarter
and Year 1970" elsewhere in this issue).
The increase in plant and equipment
expenditures planned for 1971, if real-
ized, will also lead to large ecapital out-
flows, particularly with lower long-term
interest rates in the United States. On
the other hand, the use of foreign funds
will be encouraged by the essing of
econditions in the Eurcbond market
and by limitations on the use of T.S.
funds set by the Office of Foreign
Direct Investments (although the pro-
gram was relaxed somewhat at vearend).
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Indusitry pattern

Manufsciuring affiliates ara eetimpted
to have inereased expanditures by 39
percent to $6.9 billion in 1070. If current
astimotes are confirmed, these affilintes
will have increnzed spending $1.9 bil-
lion, by for the largest yearly dellar
gain for any industry in the history of
the plant and equipment survey. While
manufacturing in all major arens showad
sizable inoresses, growth was particu-
larly strong in the Eurapesn Econemie
Community ond Joapan. Estitmates for
1971 indicets on increass of 17 percent
to a leval of 88.1 billion, more thon
double the level in 1865, Manufacturing
gffiliates in Gormeny sre planning o
G-percent increase.

Menufacturets of machinery ehow
large pereentage Incranses in bath 1670
and 1971, They are estimeted to heve
incrensed spending by 44 percent in
1970 io $1.9 hillion and plan spanding
$2.6 billion in 1975, » 3%-percent in-
cranse. Both years show sharp inerensas
in epending by computer manuinciurars
in France, Germany, nnd Joapan, goun-
tries where demand is being atimulated
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by the fest growih and increesing
sophistication of business. However,
not all of the increnses registered by
computer manufactuzrers rapresent ac-
tual expansion of plant capacity since
these affiliaies count as part of their
‘capital expenditures the cost of ma-
chilnery scquired or produced for lessing
ta others.

Munufacturers ol  transportation
equipment are estimaied to have spent
$1.1 billion in 1970, 37 percent more
thun in 1969; the inorense moivly re-
Hepted outlays by subo menufacturers
in Caneds and Germany. An increase of
23 percent is projectad for 1571, Spend-
ing in Germany js agnin expected to rise
steeply, whila sote manufgcturers in
Cenada plan to deciaase spending.

Affilintez in the chemical industry
reportad o 22-percent incressas in 197¢
spending to alavel of $1.4 billion, follow-
ing o %-percent decrease in 1969, Out-
Inye rose in Germany, the Natherlands,
Belgivm, tha TUnitad Kingdom, and
Jopan, In 1971 o modest 3-percent in-
crease i3 plaoned, concentrated in
Germany, the United Kingdom, and
Spein.
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Afilintes in the “other manufactur-
ing' catepory increased spending by 48
percent in 1970 to $2.6 billien and plan a
12-percent incrense to §2.9 billion in
1971. The sharp rise in 1970 was dus
largely to expenditures by primary and
Inbricated metals producers in Germany,
the MNetherlands, Australie, and the
Middla East. Tha 1971 increase reflecte
expansion by primary and fabricated
metals producers in the United Iling-
dom and Australia, and by miscellone-
cus menufecturers, primarily those
producing photographic and photocopy
equipment, in the United Kingdom and
Coneda.

Affiliates in the pefreleum industcy
ore cstimated to have increased spend-
ing 3 percent in 1970 tc $3.8 billion—
the smollest percentage increase smong
the major industries. In 1871, howaver,
they plan a 13-percent rise to $4.2
Lillion. Expenditures in Libya wers
reduced sharply in 1970, and further
cuts are expected in 1971, The smell net
ingrease in total spending in 1970 iz due
to spending by affliates in Ttaly, Jopan,
and other Far East countries. Sub-
stantial ingresses in 1071 are planned
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for Indonesia, Japon, the Middle East, of tanker operations, reflecting con- Expenditurea by nffiliates engaged in
sod the Eurepenn Beonomic Com- tinuing unecertainty over the future of mining ond smelling are estimeted to
munity. However, » major portion of the Suez Cannl snd the incressing cost  have inorensed spending by 10 percent
the inerense ia geing into the expansion  of lensing tankers,

fast yonr and arve sxpected to rise 20

Toble 2, —Estimates of Plont wod Equipment Exponditures by Foreign Afiliates of U5, Corporationr—=Summary of Surveys !
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percent to $1.5 Lillien in 1971. The
apins in beth yesrs axe concentcated in
Canndz, Australin, sod Indenssia,
where many offiliates are developing
picke! ore snd bevxite deposits, Spand-
ing in Latin America shows sharp re-
ductions in both years, whick may be
assoriated with the detesiorndion of the
investment climate in countries that are
traditional suppliers of ores.

Affilintes in the “other industry’
category, which includes those engaged
in trede, leasing and finonce, arc asti-
mated to have increased outlays 31
percent in 1970 to $1.4 billion, end plon
an increase of 13 percent in 1971 to $1.5
billion. lnoreases are especiolly large
for sffilistes in Coneds, the United
Kingdom, Spain, and the European
Economics Comuniuniby.

Geographic patiern

Largely 2z a result of spending by
affilintes in the BKEC nouniries, eapitel
ontloys in Burope are catimoted (o have
inereased 37 pereent in 1970 to $5.1
billion, and nre expected to increase by
27 percent this year to $6.5 billion, The
increages in both 1970 and 1971 in the
EEC reflect incrensed spending by
manufacturing offilintes in Germany,
the Wetherlands, end Franee, ns well ag
by nifilintes engaged in petrolaum re-
fining in Fronee, Germany, ond Ttaly.
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Ingreases in BEuropean countries out-
side the BEC are due to higher cutlays
by manufscturing affilintes, particu-
larly in the United Kingdom nnd Spain.
In 1971, development of oil sources in
the North Sea is also contributing to
the incraase in cutlays.

Spending by aoffiliates in Latin
Americo inereased 7 percent in 1970 to
2.0 billion, but is expected io botal
only $1.9 billion in 1871, The 1070 in-
crense was attributable to epending by
peirolevn affilintes in Venezuela and
manviacturing affiliates In Argenting
an¢ Mexico, Manufacturing wihlistes—
principally those in Brazl, Argenting
and Mexico—expect to increase spend-
ing in 1971, but cuis are plapned by
affilintes in mining and smeliing and in
petroleum. A growing share of capital
spending in Latin America s in manu-
facturing rethar than in the exiractive
industries.

Spending in Canede is egtimnbed to
have increased 183 percent in 197¢ to
£2.7 billion and is expected to increase 2
percent to 2.8 billion in 19471, All major
industry groups showed gains in 1970
with manufacturing showing the largest
percentage and dellar increases. In
1971, hewever, manufecturing affilintes,
pacticularly producers of fransportetion
equipment, plan to reduce expenditurea,
Petroleum affiliates slso expect spend-
ing to decline, but these 1n mining and
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smalting and “other induatries” expeot
gains.

Affiliates in “ether aoresa” increasad
their expenditures by 20 porcent in 1990
to $3.4 billien and plen o spend $4.2
billion in 1471, & 24-percent incrensa,
There ara noticeable ingreises in beth
years for manufacturers of machinery in
Jopan and of primory and fabricated
metals in Avstralis and the Middla
Enst. Affiliatas in mining ond smelting
olso show largs increases.

Classified according to the couniry
schedules estoblished by the Offica of
Foreign Direct Investments, the largest
inerenses in 1870 and 1871, in both dol-
lor and percentage terms, are by affili-
abes in Schedule C couniries {inchuding
most of continentel Western Europe
nad South Africs) for which eontrols on
copital ontflows from the United States
nre strictest. These offiliates increased
spending 33 percent lost yeor to $3.3
billion, and expect o similar increase
this year to $4.7 billion. Manufasturing
ond petroleumn niflintes in the EEC
show particular]y large increases in both
yoars. The sim of the investment con-
trols under the CFDI program has, for
the most 2act, been ta Limit use of TG,
funds for investments abroad, nob to
reduce expansion by foreign afilintes.
To the axtent that fixed nsset invest-
ment can bo finaneed by borrowing

Table 3.—Estimates of Plant o Equipment Expenditures by Farelan Affilates of 1.8, Corporatiens by OFDI Schedule Arca ond Industry—
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sbroad, plant and eqnipment spanding
i2 not. limited by the OFDMN program.
Affiliates in Scheduls B countries
(including the TUnited Kingdom, Japan,
nnd Ausiralie) inereaszed spending 27

percent in 1970 to $3.7 billion and plan
an 18-parcent inerease to $4.4 billion in
1671. Affilintes in Schedule A sountries
(including most of the lass developed
countries), for which controls on eopitel

SURVEY OF CURRENT BUSINESS

Mupeh 1071

outlows ore most lemiant, show tha
amellest prowih. Spending in these
countries increased I4 percent in 1970
to $3.3 hillien, and is expected to in-
erense 7 peresnt to $3.5 billion in 1971,

Table 4 —Estimates of Plont and Equipmont Em:d e by Forei Maﬂuf:t?t.sudng and Petrolonm Affiliates of D8, I:hrpurutinna by
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